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THE BALKANS: ASSESSING THE PROGRESS
AND LOOKING TO THE FUTURE

THURSDAY, APRIL 10, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON EUROPE,
COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Subcommittee met, pursuant to call, at 1:45 p.m. In Room
2172, Rayburn House Office Building, Hon. Doug Bereuter [Chair-
man of the Subcommittee] presiding.

Mr. BEREUTER. The Subcommittee will come to order.

I apologize for being a little bit late. We are having a ceremony
over in Statuary Hall that involves recognition of the contributions
of our armed services and those of our allies.

Today, the Europe Subcommittee will hear from General William
L. Nash, U.S. Army, retired, from the Council on Foreign Relations
and Project Director of the recent study Balkans 2010; Dr. Daniel
Serwer from the U.S. Institute of Peace and Dr. Mark Wheeler
from the International Crisis Group.

It is with considerable interest and resolve to meet our oversight
responsibilities that the Europe Subcommittee today holds a hear-
ing on the Balkans, a region of immense geopolitical significance
and concern over the past decade. A deeper and more extended con-
sideration of the events of the past decade in the Balkans, and of
U.S., European and NATO engagement in the region, might also
prove to be helpful and instructive in assessing the present U.S.-
European relationship, the structure for international involvement
in the Iraq aftermath, and the future roles for NATO and the Euro-
pean Union in the region.

For it was the United States that led the international commu-
nity in peace enforcement action in Bosnia and Kosovo after our
European allies proved incapable of action early in this internal
Yugoslav conflict. It was NATO that began to fundamentally reori-
ent its mission and capabilities—from collective defense to collec-
tive security and intervention—through its operations in the Bal-
kans; and it is NATO and the European Union which have begun
to operationalize their imperfect capabilities to reconstruct and de-
velop countries and societies that have suffered through war, eth-
nic cleansing and a range of injustices. They are engaged in efforts
to create peace and greater prosperity and hope in the Balkans.

Since 1991, when Slovenia, Croatia and the former Yugoslav Re-
public of Macedonia declared independence from Yugoslavia, the
Balkans region emerged as the defining security challenge in Eu-
rope in the post-Cold War era. NATO military intervention eventu-
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ally stopped the fighting in Bosnia in 1995 and began to reduce
most of the overt violence in Kosovo in 1999 and in the former
Yugoslav Republic of Macedonia in 2001. NATO’s military commit-
ment in the Balkans remains the Stabilization Force, SFOR, in
Bosnia; the Kosovo Force, KFOR, in Kosovo; and until recently op-
eration Amber Fox and Allied Harmony in Macedonia.

Today, SFOR forces number approximately 12,000 military per-
sonnel, including about 2,000 Americans. KFOR forces are cal-
culated at roughly 25,000 troops, including about 3,000 Americans.

The NATO mission in Macedonia, with 450 personnel, has al-
ways been comprised entirely of European forces. Prior, however,
to this NATO mission, a U.N. preventive peacekeeping force mis-
sion in Macedonia with two Scandinavian battalions and one rein-
forced U.S. Army battalion was terminated by a Chinese veto in
the U.N. Security Council.

I had the pleasure of visiting our troops there several times. In
fact, it was I think to some extent the Members of this Committee
that went to President Clinton and suggested our preventive peace-
keeping force ought to go to Macedonia and that we would stand
behind him and support him if he made that decision.

On March 31 of 2003, NATO transferred the peacekeeping re-
sponsibilities in Macedonia to the European Union.

Today, a great many problems remain in the countries that were
formerly part of Yugoslavia, but the Balkans region is in better
shape than at any other time in the past decade I think. All of the
governments of these independent nations are democratically elect-
ed. All of the economies are experiencing some economic growth.
All of the societies seem committed to seeking eventual member-
ship in Euro-Atlantic institutions and are coming to understand
what is required to achieve this goal. That is the good news.

However, there remains much that is very troubling. The assas-
sination of Prime Minister Zoran Djindjic of Serbia on March 12 of
this year, almost 1 month ago, demonstrates how fragile the situa-
tion in the Balkans remain.

I might add that the U.S. House of Representatives passed a res-
olution yesterday expressing condolences and offering support to
the people of Serbia and Montenegro.

Small groups of extremist nationalists continue to oppose west-
ern standards of democracy and rule of law and are committed to
blocking progress. Economic development is slow and difficult, and
foreign investment is much less than expected due to continued po-
litical instability. Law enforcement, judicial systems and border
controls are weak. Organized crime and official corruption are en-
trenched and widely prevalent and constitute a very major impedi-
ment to economic and political progress. Trafficking in weapons,
drugs and human beings continues. And all of the above problems
also raise concerns about the extent to which individuals and
groups linked to terrorist organizations are able to operate in the
region.

The Administration has indicated that the U.S. will remain en-
gaged in the Balkans for the foreseeable future, while asking Euro-
pean nations to take on ever-larger responsibilities. However, the
U.S. must ultimately be realistic about what American leadership
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and military force can and cannot do and what the U.S. should be
expected to do.

Europeans have the most direct and obvious interests, it seems
to me, in preventing further Balkan chaos and instability: An eco-
nomic interest in developing markets and trade with the region
and a security interest in protecting the borders of the European
Union against criminal activity, terrorism and refugee flows. The
EU indicates its willingness to take the lead in providing economic
and technical assistance and encouraging political and economic re-
form in the region, with the aim of elevating standards of economic
and political governance to EU norms.

While Europe should play a critical role in helping the Balkan
nations institutionalize democracy in the Balkans, the U.S., I think
it is fair to say, is playing a major role. Because the U.S. led the
NATO intervention in Bosnia and Kosovo, America has unique
standing, influence and credibility with the people of the Balkans.
Perhaps the main question for the U.S. is whether the EU has the
political will, credibility and coherence to see its strategy through
to success—and whether it will commit the necessary resources in
a timely manner. I believe it is strongly in the U.S. interest to en-
courage and assist the EU to stay the course.

But, at the same time, the U.S. has unique capabilities that are
unmatched in Europe but still needed in the Balkans. The U.S.
military is an essential deterrent I think to the reemergence of reli-
gious/ethnic violence, and the U.S. is viewed as the most neutral
and trusted power by most of the people in the region.

I believe that NATO missions in the Balkans cannot be discon-
tinued responsibly until effective, alternative public security forces
have been developed. It would seem that the Alliance should con-
tinue to play a role by transitioning from force deployments to se-
curity cooperation and engagement activities, such as NATO’s Part-
nership for Peace, in order to facilitate integration into Euro-Atlan-
tic security structures and institutions.

The cohesiveness of the international community is perhaps the
necessary element if further progress is to be made in the Balkans.
Both the U.S. and the nations of Europe would like to integrate the
countries of the Balkans into Europe and Euro-Atlantic institu-
tions. Perhaps NATO’s Partnership for Peace program and Mem-
bership Action Plan process for future membership in the Alliance
and the EU’s Stabilization and Association process for future mem-
bership in the European Union do offer the long-term strategy by
which the international community can more usefully prioritize
and organize its efforts and activities.

Perhaps in this way cooperation and coordination of the Balkans
region will present a unique opportunity through which the U.S.
and its allies and partners may work together to constructively ad-
dress many of the present challenges in the trans-Atlantic relation-
ship. And perhaps our efforts and activities in the Balkans will
help us conceptualize a new collaboration between the United
States and Europe.

I look forward to the testimony of our witnesses. I apologize for
going on at length. I thought it was good to provide something of
a setting and my own views.
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But I turn now to the gentleman from Florida, the Ranking
Member, Mr. Wexler, for any comments he would like to make.
[The prepared statement of Mr. Bereuter follows:]

PREPARED STATEMENT OF THE HONORABLE DOUG BEREUTER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEBRASKA, AND CHAIRMAN, SUBCOMMITTEE ON EU-
ROPE

Today the Europe Subcommittee will hear from Gen. William L. Nash (U.S. Army,
Ret.) from the Council on Foreign Relations, and project director of the recent study
Balkans 2010, Dr. Daniel Serwer from the U.S. Institute of Peace, and Dr. Mark
Wheeler from the International Crisis Group.

It is with considerable interest and resolve to meet our oversight responsibilities
that the Europe Subcommittee today holds a hearing on the Balkans—a region of
immense geopolitical significance and concern over the past decade. A deeper and
more extended consideration of the events of the past decade in the Balkans, and
of US, European, and NATO engagement in the region, might also prove to be help-
ful and instructive in assessing the present US-European relationship, the structure
for international involvement in the Iraq aftermath, and the future roles for NATO
and the European Union in the region. For, it was the United States that led the
international community in peace enforcement action in Bosnia and Kosovo after
our European allies proved incapable of action early in this internal Yugoslav con-
flict. It was NATO that began to fundamentally reorient its mission and capabilities
(from collective defense to collective security and intervention) through its oper-
ations in the Balkans. And, it is NATO and the European Union which have begun
to operationalize their still imperfect capabilities to reconstruct and develop coun-
tries and societies that have suffered through war, ethnic cleansing, and a range
of injustices. They are engaged in efforts to create peace and greater prosperity and
hope in the Balkans.

Since 1991, when Slovenia, Croatia and (the Former Yugoslav Republic of) Mac-
edonia declared independence from Yugoslavia, the Balkans region emerged as the
defining security challenge in Europe in the post-Cold War era. NATO military
intervention eventually stopped the fighting in Bosnia in 1995, and began to reduce
most of the overt violence in Kosovo in 1999 and in (the Former Yugoslav Republic
of ) Macedonia in 2001. NATO’s military commitment in the Balkans remains the
Stabilization Force (SFOR) in Bosnia, the Kosovo Force (KFOR) in Kosovo, and until
recently Operations Amber Fox and Allied Harmony in Macedonia. Today, SFOR
forces number approximately 12,000 military personnel, including about 2,000
Americans. KFOR forces are calculated at roughly 25,000 troops, including about
3,000 Americans. The NATO mission in Macedonia, with about 450 personnel, has
always been comprised entirely of European forces. Prior to this NATO mission, a
UN preventive peacekeeping force mission in Macedonia with two Scandinavian bat-
talions and one re-inforced U.S. Army battalion was terminated by a Chinese veto
in the UN Security Council. On March 31, 2003, NATO transferred the peace-
keeping responsibility in Macedonia to the European Union.

Today, a great many problems remain in the countries that formerly were part
of Yugoslavia, but the Balkans region is in better shape than at any other time in
the past decade. All of the governments of these independent nations are democrat-
ically elected, all of the economies are experiencing economic growth, all of the soci-
eties seem committed to seeking eventual membership in Euro-Atlantic institutions
and are coming to understand what is required to achieve this goal. That is the good
news.

However, there remains much that is very troubling. The assassination of Prime
Minister Zoran Djindjic of Serbia on March 12th of this year, almost one month ago,
demonstrates how fragile the situation in the Balkans remains. (I might add that
the U.S. House of Representatives passed a resolution yesterday expressing condo-
lences and offering support to the people of Serbia and Montenegro.) Small groups
of extreme nationalists continue to oppose western standards of democracy and rule
of law and are committed to blocking progress. Economic development is slow and
difficult, and foreign investment is much less than expected due to continued polit-
ical instability. Law enforcement, judicial systems and border controls are weak. Or-
ganized crime and official corruption are entrenched and widely prevalent, and con-
stitute a very major impediment to economic and political progress. Trafficking in
weapons, drugs and human beings continues. And, all of the above problems also
raise concerns about the extent to which individuals and groups linked to terrorist
organizations are able to operate in the region.
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The US Administration has indicated that the US will remain engaged in the Bal-
kans for the foreseeable future, while asking the European nations to take on ever
larger responsibilities. However, the US must ultimately be realistic about what
American leadership and military forces can and cannot do—and what it should be
expected to do.

Europeans have the most direct and obvious interests in preventing further Bal-
kans chaos and instability: an economic interest in developing markets and trade
with the region, and a security interest in protecting the borders of the European
Union against criminal activity, terrorism and refugee flows. The EU indicates its
willingness to take the lead in providing economic and technical assistance, and en-
couraging political and economic reform in the region, with the aim of elevating
standards of economic and political governance to EU norms.

While Europe should play a critical role in helping the Balkans nations institu-
tionalize democracy in the Balkans, the US is playing a major role. Because the US
led the NATO interventions in Bosnia and Kosovo, America has unique standing,
influence and credibility with the people of the Balkans. Perhaps the main question
for the US is whether the EU has the political will, credibility and coherence to see
its strategy through to success—and whether it will commit the necessary resources
in a timely manner. I believe it is strongly in the US interest to encourage and as-
sist the EU to stay the course. At the same time, the US has unique capabilities
that are unmatched by Europe but still needed in the Balkans. The US military is
an essential deterrent to the re-emergence of religious/ethnic violence, and the US
is viewed as the most neutral and trusted power by most of the people in the region.

I believe that NATO missions in the Balkans cannot be discontinued responsibly
until effective, alternative public security forces have been developed. It would seem
that the Alliance should continue to play a role by transitioning from force deploy-
ments to security cooperation and engagement activities, such as NATO’s Partner-
ship for Peace, in order to facilitate integration into Euro-Atlantic security struc-
tures and institutions.

The cohesiveness of the international community is perhaps the necessary ele-
ment if further progress is to be made in the Balkans. Both the United States and
the nations of Europe would like to integrate the countries of the Balkans into Eu-
rope and Euro-Atlantic institutions. Perhaps NATO’s Partnership for Peace program
and Membership Action Plan process for future membership in the Alliance, and the
EU’s Stabilization and Association process for future membership in the European
Union, offer the long-term strategy by which the international community can most
usefully prioritize and organize its efforts and activities. And perhaps in this way,
cooperation and coordination in the Balkans region will present a unique oppor-
tunity through which the US and its European allies and partners may work to-
gether to constructively address many of the present challenges in the trans-Atlan-
tic relationship. (And, perhaps our efforts and activities in the Balkans will help us
to conceptualize a new collaboration between the United States and Europe.)

I look forward to the testimony of our witnesses.

Mr. WEXLER. Mr. Chairman, what I would like to do, with your
permission, is to defer to Mr. Engel, who, on our side of the aisle,
for many years has been the leader on many issues affecting the
Balkan region. With your permission, I would like him to deliver
our opening statement.

Mr. BEREUTER. Certainly. Mr. Engel.

Mr. ENGEL. Well, thank you, Mr. Chairman; and I would like to
thank the Ranking Member of the Subcommittee for allowing me
to give the opening statement on our side.

While the Ranking Member is new to the ranking position on the
Europe Subcommittee, he is already making his mark on U.S. pol-
icy toward Europe; and I look forward to working with him closely
over the next 2 years.

Mr. Chairman, thank you for holding this hearing today. The Na-
tion’s attention is rightfully focused on Iraq, and we are all grateful
that the conflict is moving toward the next phase. But yet if so
much attention is focused on the Middle East we must not lose
sight of our important interests in Europe. Indeed, we have made
substantial national investments to insure that the Balkans never
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again burst into the kind of warfare that occurred during the last
decade; and again, I think for the most part we have been success-
ful.

The Dayton Accords, while not a perfect resolution, ended the
war in Bosnia. The air campaign against Slobodan Milosevic ended
Belgrade’s harsh policies against Kosova, and it led also to the
Milosevic downfall and his trial in The Hague.

Furthermore, the region is moving toward democracy. There are
elected leaders in every country in the former Yugoslavia. Regional
cooperation has expanded to promote trade, a coordinated security
policy and against crime and trafficking. Yet, we still face many
challenges in the region.

The murder of Zoran Djindjic, the former prime minister of Ser-
bia, scratched the surface off what seemed to be a reforming Ser-
bian society and showed that the criminal elements on which the
Milosevic regime so heavily depended have not gone away. While
I am glad that there is now a crackdown I am saddened that this
took an assassination to begin.

In Bosnia, IFOR originally entered Bosnia with 60,000 troops.
We are well below that now. Indeed, the U.S. has only 1,800 troops
left there. Given the brutality of the Bosnia war, the international
community has been successful in quelling the inter-ethnic vio-
lence, but in many ways the peoples remain separate. Bosnians,
Croatians and Serbs especially still live in completely separate re-
gions, and the presence of the SFOR mission remains important.

In Kosova, we are still awaiting movement toward final status.
As Members of this Subcommittee and our witnesses know, I
strongly support the independence of Kosova.

When I look at the situation, I can see only three possible out-
comes: One, Kosova becomes part of Serbia, Yugoslavia, perhaps as
a third republic; two, the international protectorate continues for-
ever; or, three, Kosova becomes independent. The Kosova Alba-
nians, the overwhelming majority of Kosovars, will never accept
the first, going back to Serbia; and the second is untenable because
the international community cannot stay there forever. This leaves
only independence as the viable option.

I must offer the following caution to the international community
on Kosova. It is important not to delay the final status discussions
too long, too many Kosovars are out of work, see Belgrade and the
Europeans as holding back their legitimate quest for self-deter-
mination and are not seeing any hope. If there is no hope, the
wrong elements gain the upper hand. It is important to move for-
ward on final status discussions.

Yet I must also caution my Albanian friends in Kosova. There
should not be any acts of retribution against Serbs; and Albanians
must not be perceived, fairly or unfairly, as repressing Kosovar
Serbs, just as the Serbs and Milosevic repressed Albanians. The
Serbs that left should be invited back, and all legal protections
should be conferred upon them as due members of the national mi-
nority.

They need to move on to passing the key laws so that Kosova
will already be a functional nation-state. All that would be needed
would be international recognition. Independence cannot be
achieved without international recognition, and so the people of
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Kosova have to keep their eyes on the prize—the long-range goal
of independence.

I would also like to call the attention of the Subcommittee to the
progress and challenges in Macedonia. Today, the war has ended,;
and the Ohrid Agreement is in an implementation phase. While in
some instances the Ohrid Agreement is working; in other ways,
there are holdups. While joint Macedonian and Albanian police
units are beginning to patrol in many areas, other key laws have
not been passed.

I hope the witnesses will address the developments in Mac-
edonia.

Finally, I would like to touch on Albania. It took approximately
a decade following the end of the Hoxha Regime, but it gives me
great pleasure to report that the beginning of normalization of poli-
tics in Albania is working. Opposing parties are beginning to work
together in Parliament and, different from the late 1990s elections,
have proceeded without major hitches. Of course, there is still a
long way to go.

Albania remains the poorest nation in Europe; and, although
there has been improvement in the economy, corruption and traf-
ficking still are too widespread. I would like to see democratic insti-
tutions take hold in Albania in Kosova and in the rest of the Bal-
kan region. It is not the people or the parties that we are con-
cerned with. It is having the institutions take hold.

I know that all three of the witnesses today will mention in de-
tail some common things—the need for progress in the rule of law;
expansion of the EU’s roles in bringing these nations into Europe
as stable, market-based democracies; and fighting corruption and
trafficking. I agree that these are key goals and look forward to
your testimony today.

I thank you, Mr. Chairman.

Mr. BEREUTER. Thank you very much, Mr. Engel.

We have two votes. I would like to introduce the witnesses before
we proceed to the votes, and then we will be able to resume imme-
diately upon return.

First, Dr. Daniel Serwer is the Director of the U.S. Institute of
Peace Balkans initiative. He has worked extensively on democra-
tization in Serbia and has been deeply engaged in facilitating dia-
logue between Kosovo Serbs and Albanians. Before working for the
U.S. Institute of Peace, he served in a number of years in the U.S.
Department of State from 1994 through 1996. He served as U.S.
Special Envoy and Coordinator for the Bosnian Federation, medi-
ating between Croats and Bosnians and negotiating the first agree-
ment reached at the Dayton peace talks.

Dr. Mark Wheeler, who flew in from Sarajevo, is the Bosnia
Project Director of the International Crisis Group in Sarajevo. Pre-
viously, he has had a long distinguished academic career special-
izing in the Balkans and serving in various academic institutions
in the United Kingdom. He has also been extensively involved in
numerous government and nongovernmental organizations associ-
ated with the Balkans region over the past decade.

General William L. Nash is the Director of the Center for Pre-
ventive Action at the Council on Foreign Relations. He is one of the
few Americans to have led both civilian and military peacekeeping
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operations in the Balkans. In 2000, at the request of the U.S. Gov-
ernment, he became the Regional Administrator for the United Na-
tions in Northern Kosovo.

General Nash’s previous military experience includes Assistant
Division Commander, 3rd Infantry Division, Germany; commander
of an armored brigade in Operation Desert Storm. He served as
Commander of Task Force Eagle, a multinational division with
more than 25,000 troops from 12 nations charged with imple-
menting the Dayton Peace Accords in northeastern Bosnia-
Herzegovinia. He also presently serves as an adjunct professor at
Georgetown University.

Gentlemen, we will ask for and appreciate your patience as we
go cast two votes. I would say we will be back in approximately 18
minutes. So be at ease.

The Subcommittee stands in recess.

[Recess.]

Mr. BEREUTER. The Subcommittee will come to order.

Maybe there is a Democratic Caucus I don’t know about, but I
think they will be here shortly.

Gentlemen, we are looking forward to your statements. Your en-
tire written statements will be made a part of the record. I want
to hear from you. We want to hear from you, so we are going to
set the clock at 10 minutes for each of you, rather than what you
sometimes get around here.

Dr. Serwer, you may summarize or proceed as you wish.

STATEMENT OF DANIEL SERWER, DIRECTOR, BALKANS
INITIATIVE, U.S. INSTITUTE OF PEACE

Mr. SERWER. Thank you Mr. Chairman. I will summarize my
written statement, which is available for the record.

Mr. Chairman, I think there are two important transitions occur-
ring in the Balkans today. One is from war to peace or, more pre-
cisely, from war, nationalism and dictatorship to peace, democracy
and a European future. The other transition is from American to
European leadership.

As you suggested in your opening statement, both are going rea-
sonably well, but there are some key issues that require U.S. en-
gagement. I want to focus just on those. I am not trying to convince
you that the U.S. has to remain engaged on everything, but we do
have a $24 billion investment in the Balkans that we need to pro-
tect.

In the transition from war to peace, U.S. attention, in my view,
should focus on just three things. First is reform of the security
services in Serbia, second is a decision on the final status of
Kosovo, and third is capture of war criminals indicted by The
Hague Tribunal.

Let me talk about Serbia first. It is clear after the tragic assas-
sination of Zoran Djindjic that it was a mistake to leave in place
after Milosevic was overthrown in October 2000, the police, mili-
tary security services and judiciary that served Milosevic so well.
I think there is an important lesson here for Iraq. We cannot and
should not leave an old regime in place, but we also can and should
impose law and order.
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The new government that succeeded Zoran Djindjic has surprised
most observers and maybe itself as well by finding the right path,
by doing the right things; and I think we ought to be supporting
them, as suggested by the Secretary of State’s recent visit. We also
have to be careful that this vigorous crackdown, while completely
justified and well-motivated, is not abused for political purposes
and is not even seen as being abused for political purposes.

I also think the United States should be prepared to expand the
$110 million in assistance that it provides to Serbia, focusing spe-
cifically on reforming the security services and establishing the
rule of law.

The second problem meriting U.S. attention is the final status of
Kosovo. This issue cannot, in my view, be put off forever. The crit-
ical pre-condition for opening negotiations is improved treatment of
Serbs and other minorities within Kosovo. But there is a real need,
both among the Serbs and among the Albanians, to begin a process
of decision by 2004. Otherwise, there are serious risks of insta-
bility, there are serious risk of harming reform forces in Serbia,
and there are serious risks of retarding the progress of both Kosovo
and Serbia toward Europe.

I believe it is possible to find a negotiated solution. Some time
ago, about a year and a half ago, the United States Institute of
Peace started some quiet contacts between young Serbs and young
Albanians from Belgrade and Pristina, many of whom have very re-
sponsible positions, at a time when everybody said it couldn’t be
done. It can be done. We have expanded those contacts consider-
ably. We have quite a few people talking to each other; and it is
clear to me that the time is coming when, even at the higher polit-
ical levels, they will be able to talk to each other.

The third issue on which we need to remain engaged is capture
of indicted war criminals. This is critical to establishing the rule
of law throughout the Balkans, and U.S. troops will not be able to
leave Bosnia until it is done. Rule of law is critical to our own per-
manent interests in blocking terror, drugs and the illicit arms
trade in the Balkans.

Let me comment on the issue you raised concerning a haven for
terror in the Balkans. There are some risks in that direction. But
if there are two nominally Muslim populations that are favorable
to the United States and opposed to terrorism, it is the Bosnian-
Muslim population and the Albanian-Muslim population.

Muslim terror has not proven to be an enormous problem. It has
proved to be a sporadic problem in the Balkans. In fact, the biggest
problem I think we have had on the security side in the Balkans
is the sale by Bosnian Serb and Serbian companies of arms to Iraq.
We should keep a close eye on that issue.

Let me offer an idea of some things that we do not need to lead
on in the Balkans. I don’t believe we should lead on economic re-
form and development. They are better handled by the IMF, World
Bank and EU, which have vastly greater resources at their dis-
posal. Social welfare is an enormous problem in the Balkans, but
it should fall to others to handle it. State building should mostly
be a EU responsibility, in my view, because these countries are
going to be European states. And military reform should be han-
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dled primarily by NATO. We should play a complementary role
with our bilateral assistance.

Let me turn to the second big transition occurring in the Bal-
kans: The transition from American to European leadership. The
fact is that European-American cooperation of Balkans is today,
very good. We cannot expect that good cooperation to be the tail
that wags the dog and creates good cooperation in Iraq. But I do
think it teaches us a lesson.

When 1 first got engaged in the Balkans in the early 1990s, Eu-
ropean-American relations were really bad in the Balkans. The
United States had proposed lifting the arms embargo. The Euro-
peans didn’t want to.

We have worked at improving cooperation for a long time. The
Americans took some strong leadership positions. We got the Euro-
peans to come along with us, and I think that something like that
needs to happen in Iraq as well.

Europe is better equipped today than it was 10 years ago when
it failed to deal with the Balkans, but it still lacks credibility. Eu-
rope needs to make its vision of the future more credible by treat-
ing the Balkans states as potential members. They are planning a
decline in their assistance to the Balkans. They are planning to
half it from 2000 to 2006. That has to stop, and they have to start
treating the Balkans like a backwards region of the EU, not like
some remote territory.

Europe also needs common purpose and unity of command and
control, especially in Macedonia. Things are going pretty well in
Macedonia, as Mr. Engel mentioned; and I think that the credit is
largely due to the Albanian and Macedonian leadership in govern-
ment there right now. They are doing a fine job, and the Europeans
are doing a fine job. The EU should be looking forward to taking
over in Bosnia eventually, but only once the war criminals are in
The Hague and the issue of divided armed forces in Bosnia has
been overcome.

Let me, before I conclude, address two current policy issues:
What should we do about the conditions for bilateral U.S. assist-
ance to Serbia, and what should we do about Kosovo final status?

On the question of the conditions for bilateral assistance to Ser-
bia, my suggestion to you is to leave them alone. Any change will
be seen as moving the goalpost. They are still applicable even if
some have been partly fulfilled, and they are needed to encourage
reformers. If you tighten the conditions, it will undermine the re-
formers, who will be criticized for cooperating with people who al-
ways change what they want. If you loosen them, as the Council
of Europe recently did, you will undermine the reformers because
they won’t have a clear target to aim for.

I think the conditions ought to be kept where they are, but I also
think we should seek better coordination with the Europeans, who
give much more assistance to Serbia and who have an enormous
amount of influence if they want to exercise it.

On Kosovo final status, I believe the United States needs to
begin the process of preparing for final status negotiations. We
have to decide on what forum we are prepared to have this discus-
sion in, and we have to decide on the range of possible outcomes
we are willing to accept.
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I don’t agree with Mr. Engel about there being only three op-
tions. I believe there are a lot more options. I believe the likely out-
come will be a complicated one and not necessarily a simple one.
We are going to need a strong U.S. mediator, probably coupled with
a EU negotiator. But, most of all, we need to begin the process of
thinking about it and stop telling everybody that this needs to be
put off forever.

Finally, the U.S., in approaching the issue of Kosovo final status,
has to make it absolutely clear to everybody involved that whatever
is decided will not be allowed to destabilize Bosnia or Macedonia.
There will be no compensation for losses in these negotiations with
the territory of other sovereign states.

Mr. Chairman, we are closer to peace than to war, closer to Euro-
pean than American leadership. I believe the right way out of the
Balkans is to finish the job: To finish security sector reform in Ser-
bia, which is progressing much better under this new government;
to finish the process of decisionmaking on Kosovo final status with-
in the next few years; to get all of the indicted war criminals trans-
ferred to The Hague. Once we have done those three things, we
should complete a smooth hand-off to Europe.

Thank you, Mr. Chairman.

Mr. BEREUTER. Dr. Serwer, thank you very much for your state-
ment.

[The prepared statement of Mr. Serwer follows:]

PREPARED STATEMENT OF DANIEL SERWER,! DIRECTOR, BALKANS INITIATIVE, U.S.
INSTITUTE OF PEACE

Mr. Chairman, let me first express to you my appreciation for holding this hear-
ing on the Balkans, even while Washington’s attention is focused elsewhere. The
United States Government has invested upwards of $24 billion in Balkans peace
over the past decade, a substantial amount even if it will be dwarfed by spending
in Iraq. We need to protect our investment and ensure that it pays dividends to the
American taxpayer.

There are two important transformations occurring in the Balkans today. The
first is a transition away from nationalism, dictatorship and war towards peace, de-
mocracy, and a European future. The second is a shift of responsibility from the US,
which led the Bosnia and Kosovo interventions as well as the fight against
Milosevic, to the European Union, which shared leadership with the US in bringing
peace to Macedonia and ultimately must lead the process of European integration
for all of the Balkans. The objective of US policy should be to ensure the success
of both these processes.

FROM WAR TO PEACE

Let me talk first about the transition within the Balkans. We have seen marked
grogress in the last several years, especially in Croatia, Romania, Bulgaria and Al-

ania.

These countries are leading the region towards NATO and the EU by concerted
efforts to meet the membership requirements. I might fault each for shortcomings,
but their leaderships are trying to match actions to i1deals.

I will not catalogue current problems in the Balkans, which lie principally in Ser-
bia, Kosovo, Macedonia and Bosnia. I want instead to focus on those that require
continuing US engagement. Solve these few, and we can turn over leadership to the
Europeans without endangering our investment.

First among the problems requiring US attention is reform of the security sector
in Serbia. It is all too clear in the aftermath of Prime Minister Zoran Djindjic’s trag-
ic assassination that it was a mistake to leave in place the network of criminals,
security forces, businessmen and politicians that had been the backbone of the
Milosevic regime. I do not agree with those who say the US pressed the Serbs too

1The views expressed here are those of the author, not the US Institute of Peace, which does
not take positions on policy issues.



12

hard, or that Zoran would be alive today if we had ignored the issue of war crimi-
nals. The crackdown that the Serbian government is now pursuing, using extraor-
dinary emergency powers, should have occurred immediately after the overthrow of
Milosevic in October 2000. Even as it looks forward to a Serbia that meets the high-
est human rights standards, and warns Belgrade to avoid using emergency powers
as a political tool, the US can and should support a limited crackdown as well as
the essential follow-on measures: deep reform of the police, army and security serv-
ices. We should be prepared to expand significantly the $110 million or so in assist-
ance that we provide to Serbia, focusing the additional effort specifically on reform
of the security services and the rule of law.

The second problem requiring US attention is the final status of Kosovo. By the
end of this year, the head of the UN Mission in Kosovo, Michael Steiner, will have
turned over all but a few powers to the Provisional Institutions of Self-Governance,
in accordance with the provisions of Security Council Resolution 1244. He will also
have succeeded, I believe, in opening a dialogue between Belgrade and Pristina on
non-status issues of importance to both Serbs and Albanians. Before his death,
Zoran Djindjic had called for immediate talks on final status, in order to avoid dam-
aging the prospects for Serbia’s reform factions at the polls as well as Serbia’s pros-
pects for a closer relationship with the EU. The Kosovar Albanians, for their part,
want independence and will not sit still forever in an international protectorate.

The US Government, in concert with European governments, has so far tried to
postpone consideration of final status indefinitely. The Administration rightly claims
that Kosovo has not yet met all the standards the UN has set as preconditions. At
this point the crucial standard is treatment of Serbs and other minorities. The US
should use all the influence deriving from its special relationship with the Kosovar
Albanians to convince them that they must allow Serbs and other minorities to re-
turn to their homes securely, worship in their churches without risk, and travel
throughout Kosovo without harassment or threat. If this happens, final status talks
should begin.

It will be difficult to postpone the opening of talks beyond 2004 in any event. The
US needs to ready itself for a decision on Kosovo final status. Continuing refusal
to face this issue will put the US behind the curve, creating serious risks of unrest
and instability. Europe cannot be expected to proceed on Kosovo final status without
the US.

The third main issue on which the US needs to focus is establishment of the rule
of law throughout the Balkans. This requires transfer of those indicted for war
crimes to The Hague. Paddy Ashdown, the international community’s senior agent
in Bosnia, has made justice his first priority, but unless Karadzic and Mladic are
captured no one will believe it. Nor will it be possible to withdraw US troops.

Rule of law goes far beyond the question of war criminals and touches vital US
interests, such as ensuring there is no Balkans haven or transit point for inter-
national terrorists. A significant percentage of the drugs and arms reaching Europe
pass through the Balkans and enrich its mafias, and until recently Serbian and Bos-
nian Serb companies were supplying Iraq with weapons. Terror, drugs and arms
will be permanent US interests in the Balkans, and it behooves us to invest in
building up the institutions required to meet our own security objectives.

Let me make clear what I think we could do less in the Balkans. I do not believe
the US should engage heavily on economic reform and development—the resources
available to the US Government in this area are minimal, and the IMF, World Bank
and the EU are vastly better equipped and funded. Likewise, social welfare con-
cerns—while all too real and important—should fall to others. Most of the state-
building function, while vital because the Balkan wars were due in large part to
weak states, should fall to the EU, which will want to shape Balkan states in a Eu-
ropean mold. Last but not least, we should look to NATO for leadership on military
reform, and play a role when needed through NATO or in bilateral activities that
complement NATOQO’s efforts.

FROM US TO EUROPEAN LEADERSHIP

Let me turn to the transfer of leadership to the Europeans, who failed in the Bal-
kans a decade ago but now have another opportunity. Today’s Europe is better pre-
pared. It has fielded an excellent team: in addition to Ashdown in Bosnia and the
Steiner in Kosovo, Javier Solana, Chris Patten and Erhard Busek in Brussels. Eu-
rope has footed most of the bill for the Balkans, and provides most of the troops—
now about 75%, vs. 15% for the US. European Foreign and Security Policy, while
a shambles on Iraq, persists in the Balkans, as does successful European/American
cooperation.
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The problem Europe faces is not in my view its admittedly limited military capac-
ity, or even its reluctance to use it. There is no military challenge in the Balkans
today that the Europeans cannot handle. The real problem is credibility. Especially
the Albanians, but also the Serbs and Bosnians, show little respect for the Euro-
peans, even though they pay the bills and even though the ultimate goal for all the
peoples of the Balkans is integration within Europe.

In order to make the vision of a future within Europe more credible, the European
Union needs to stop treating the Balkans as a distant region that needs to be sta-
bilized and begin to view it as a neighboring area into which the EU intends to ex-
pand. This shift has already occurred for Romania and Bulgaria, but not yet for the
Western Balkans. Current EU plans call for a steady decline in assistance to the
Western Balkans through 2006, to half the level provided in 2000. As pointed out
by the European Stability Initiative, the EU has an opportunity at its Thessaloniki
Summit in June to reverse this decline and begin to provide the Western Balkans
with the kind of structural assistance that has worked so well to accelerate eco-
nomic development in other laggard areas of Europe. This shift would greatly en-
hance the credibility of the EU and spur the countries of the Western Balkans to
serious reform efforts.

But the issue of credibility is not only one of resources and vision. Europe lacks
common purpose and unity of command and control. It is easy to play the Euro-
peans off against each other. To the extent they can agree among themselves, the
positions they take are often the lowest common denominator. Rarely are they able
to deploy all the levers of their considerable power to achieve a clear result, as
Solana did—perhaps unwisely—when he forced Montenegro to stay in a confed-
eration with Serbia. More often, they find it difficult to coordinate their economic,
political, diplomatic and military instruments so as to achieve a clearly defined ob-
jective. Seldom do they even try.

The next test for the Europeans is Macedonia, where they have taken over the
military task from NATO. The prospects are reasonably good, mainly because the
Macedonian and Albanian participants in the new government seem determined to
fulfill their commitment to the peace process and at the same time to confront the
crime and corruption that are the greatest threat to the country’s viability. Europe
needs to focus on making Macedonia a success. Once that has been achieved they
can and should take over the military mission in Bosnia, assuming the war crimi-
nals are in The Hague and NATO has the vexing problem of unifying the Bosnian
armed forces on its way to resolution.

CONCLUSIONS

Before concluding, I would like to address two important policy questions:

¢ What should the US do about the conditions for its assistance to Serbia in
the wake of Zoran Djindjic’s assassination?

¢ What should the US do about the final status of Kosovo?

My Serb friends are looking to the US for help and support in the aftermath of
the assassination. We should certainly give them all the assistance we can, not only
in tracking down the murderers, but also in cracking down on the underworld whose
dirty work they did. The new prime minister has made clear that he intends to pur-
sue the reform direction mapped out by Djindjic. In fact, the Serbian government
is seizing the opportunity to accelerate reform of the police, military and judiciary.
The logical outcome is arrest and transfer to The Hague of indicted war criminals.
The only question is how quickly this can be achieved. We should not, as the Coun-
cil of Europe has done, drop the conditions or water them down. At most the Admin-
istration should consider whether the new Serbian government has had sufficient
opportunity by the June 15 deadline to do what it knows it must do. The Adminis-
tration should use the time between now and then to achieve a greater degree of
coordination with the Europeans, who provide more benefits to Serbia and have sub-
stantial influence if they choose to use it.

My Albanian friends are looking for the US to support Kosovo independence. It
has to decide whether it will do so, if not which other solution it will support, and
how any proposed solution will be sold to both Serbs and Albanians. While it is clear
enough that the Security Council will have to bless a decision on final status, the
US has to decide in what forum it wants the issue to be negotiated and who will
lead the effort. A strong US mediator, possibly teamed with an EU counterpart, is
crucial. The US also has to make it clear to all concerned that a decision on Kosovo
final status will not be allowed to affect the sovereignty and territorial integrity of
Bosnia and Macedonia, where much of our decade-long investment in the Balkans
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lies. And it has to insist on protection of Serbs and other minorities, as a pre-
condition to a decision on final status.

We are today more than midway in the two transitions occurring in the Balkans:
closer to peace than war, and closer to European than to US leadership. The right
way out of the Balkans is to finish the job, withdrawing US troops only after the
essential remaining tasks have been accomplished: security sector reform in Serbia,
a decision on Kosovo final status, and transfer to The Hague of the indicted war
criminals.

Mr. BEREUTER. We will now hear from Dr. Mark Wheeler,
Project Director of the International Crisis Group Bosnia Project.
Dr. Wheeler, you may proceed as you wish.

STATEMENT OF MARK WHEELER, BOSNIA PROJECT
MANAGER, INTERNATIONAL CRISIS GROUP

Mr. WHEELER. Thank you, Mr. Chairman. I prepared what I re-
garded as an amazingly brief statement for this Subcommittee, but
of course it is far too long even to begin to present in the short time
that we have available, even though I understand that you have
been especially generous to us. So, as a consequence, I am going
to provide a short summary of what was already a short paper.

Now I am obviously going to address Bosnia and Herzegovina in
particular. Despite their highly inauspicious beginnings, both peace
implementation and state building in Bosnia-Herzegovina have be-
latedly begun to show good results. The international community
has outlasted the hardliners, the firebrands, the mass murderers
who regarded the Dayton peace as no more than a ceasefire. It has
benefitted from positive developments in the neighborhood, above
all, the demise of the Tudjman and Milosevic regimes. It has
gradually learned on the job, equipping itself with the necessary
tools and displaying more coherence in both setting and pursuing
priorities.

Finally, the international community has developed a plausible
exit strategy, the handing over of the ad hoc arrangements estab-
lished at Dayton to the institutional and self-sustaining processes
of European integration. Along the way, renewed war has become
virtually unthinkable; and the Bosnian state framework has ac-
quired both the presumption of permanence and at least condi-
tional legitimacy for the majority of the country’s citizens. Hun-
dreds of thousands of refugees and displaced persons have returned
to their pre-war homes, even in areas where their own kind no
longer rule the roost. Aside from peace itself, Dayton’s greatest gift
was in providing for the absolute right of return.

Dayton also provided, however, for institutions such as a central
bank, a constitutional court and the office of the high representa-
tive. These have contributed respectively to creating a common eco-
nomic space, to redefining the nationally exclusive and sovereign
pretensions of the entities, and to setting the reform agenda in vir-
tually every sphere.

Although the enduring effects of ethnic cleansing remain pre-
dominant in Bosnia-Herzegovina, they are at least under sustained
and occasionally successful attack on the ground, in the constitu-
tional and fiscal structures of the government, and also in terms
of political discourse.

None of this would have happened, however, if the international
community had not divested itself of its illusions or the competing
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political imperatives that had constrained its engagement at the

outset. The mission in Bosnia-Herzegovina did not so much creep

as jolt ahead, whether in the equipping of the high representative

with the pro-consular powers he acquired at the end of 1997 or in

accommodating SFOR’s gradual assumption of the sorts of policing

{)aski1 it had originally, at American insistence, refused to take on
oard.

The paradox at the heart of the current situation we have in Bos-
nia-Herzegovina is that the international community has had to get
in ever more deeply, just as it realizes that time for getting out is
fast approaching. The long-term effort to square this neocolonial
circle by encouraging the emergence and victory at the polls of
moderate nonnationalist political forces through whom the inter-
national community might work has recently taken a serious
knock.

The return of the big three nationalist parties to power following
last October’s elections has exposed the naked reality of the conun-
drum confronting the international community. The high rep-
resentative is increasingly compelled to intervene, to sack office-
holders and to impose legislation in order to create the cir-
cumstances in which he will no longer have to do these things. In
other words, to put himself out of a job.

The fundamental reforms of the administrative order, the legal
environment, the military and the economy that are necessary,
whether for an exit from Bosnia by the international community or,
more appropriately, an entry for Bosnia into the European Union,
all these things would be very much easier to accomplish if the
country were not now confronted in the economic sphere by a vi-
cious circle of declining aid flows, rising debts and deficits, wide-
spread poverty, pervasive corruption, stalled privatization, exigu-
ous foreign investment and exclusively national or nationalist defi-
nitions of virtually all interests and all problems.

What is worse, the political fragmentation bequeathed by Dayton
and the private systems of coping that have insulated both Bosnia-
Herzegovina and the international community from social disorder
and mass protests are the same barriers that stand in the way of
replacing this vicious cycle with the virtuous cycle of reform and
escalating hope that is necessary to turn matters around.

More than 7 years after the fighting stopped, Bosnia GDP re-
mains less than half what it was in 1991. Public spending con-
sumes 56 percent of this paltry GDP. While the remedies may be
clear enough, rule of law direct foreign investment, export-led
growth, rationalization and professionalization of government
structures, but they are formidably hard to achieve, most especially
because they challenge a status quo that may be dysfunctional and
may indeed be intolerable in the long term but which works in the
short term to the very great satisfaction of too many wielders of
power and influence who benefit from it.

The big international community project at the moment, the in-
troduction of VAT on the state level and unifying the entity’s cus-
toms services, illustrates the intersection of ever deeper inter-
national engagement in ever more technical issues with the con-
tinuing intractability of Bosnian realities. In theory, the reform of
indirect taxation in order both to shift the balance of power in
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favor of the state and to capture hundreds of millions of dollars lost
to tax and customs evasion should be an ideal battleground on
which to fight.

The technical issues involved do not readily arouse the fierce
popular resistance of national groups prone to claim that every in-
novation of any kind is a threat to their very national existence.
On the other hand, neither do these reforms set the pulses racing,
especially the pulses of those Bosnians who desire a more com-
petent state capable actually of integrating into Europe. Such peo-
ple, as Dr. Serwer said, would regard the capture of Radovan
Karadzic, the immediate unification of the three national armies
and, in fact, the abolition of the entities would be vastly more
W(l){rthwhile projects for the international community to be under-
taking.

But here, again, we come back to the limitations of our Dayton
framework. Some things are simply beyond the international com-
munity to even think about doing.

In any case, reforms which are good in themselves and necessary
for Bosnia-Herzegovina to progress toward a stabilization in asso-
ciation agreement with EU are not necessarily those that will have
a tremendously ameliorating effect on the increasingly sour and
critical atmosphere that has prevailed since the elections among
those who ought to be the international community’s natural allies
in Bosnia. What some historians have called the iron law of colo-
nial ingratitude is beginning to show itself, and that is that
Bosnians are becoming heartily tired of the presence of the inter-
national community and blame it for all the country’s failures; and,
of course, the internationals blame the Bosnians for all their fail-
ures and show increasing impatience with their own capacity.

This highlights another problem or set of problems in Bosnia. For
a variety of reasons where, relating both to the country’s Cold War
distinctiveness, Yugoslavia’s Cold War distinctiveness, and to
Bosnian’s own especially favorable attitudes toward the old Yugo-
slav socialist experience, the international community has tended
to exaggerate the eagerness with which Bosnians are going to be
prepared to embrace either a post-Communist transition agenda or
be ardently eager for European integration. This has been pre-
sumed, rather than proved.

The citizens of Bosnia and Herzegovina have a rather more fa-
vorable memory of Tito’s Yugoslavia than many other people in the
former Yugoslavia do; and, quite honestly, they take their place in
Europe rather more for granted than those countries that used to
be behind the old Iron Curtain.

Well, these are some of the psychological obstacles to actually
turning an exit strategy into an entry strategy.

But it has to be said now that the most encouraging factor is
that the international community is nowadays uncharacteristically
united in promoting the reforms required for Bosnia to get into the
EU and for itself to get out and that the EU, for its part, has
proved remarkably ready to hold out and testify through such
things as the European Union police mission, the “double-hatting”
of Paddy Ashdown as a European special representative and, of
course, the proposal that the EU should take over from SFOR the
military force in 2004.
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All of these things, in a sense, are more than enough reason for
quite a bit of optimism. But there is, of course, no guarantee of suc-
cess if the rather haphazardly developing experiment that has
characterized the past 7 or 8 years in Bosnia-Herzegovina is going
to succeed.

Let me just end by suggesting that there are some really rather
important things that matter about what is going on in Bosnia
today. For one thing, we are still looking to achieve a better, a fair-
er and a more sustainable peace than the one that was cobbled to-
gether in 1995. The international community, in other words, is
still in a position to seek to do better now than it did during the
early 1990s or at the end of the war.

As 1 emphasized throughout, however, Bosnia-Herzegovina
might—however fragile it might still be, it is far from being a hope-
less case. But it is important for us as well that this shouldn’t ever
be regarded as a hopeless case. Because it is terribly important in
the contemporary world that a multinational state such as Bosnia
and Herzegovina is should be seen to have a chance of success.

Because all of the countries in which most of us live are increas-
ingly multinational states; and in a sense, just as Bosnia-
Herzegovina is a multinational essence of the old Yugoslavia, so in
a sense it is a mirror for the sort of world which is increasingly be-
coming predominant. If it can’t succeed, then a lot of the rest of us
are going to have great trouble in the future.

Thank you, Mr. Chairman.

Mr. BEREUTER. Thank you, Dr. Wheeler. I think it is a little
harder for Americans to accept the fact that a multinational, multi-
ethnic state should not be able to succeed. It may be a bit harder
for us to grasp and to accept that than some other country.

[The prepared statement of Mr. Wheeler follows:]

PREPARED STATEMENT OF MARK WHEELER, BOSNIA PROJECT MANAGER,
INTERNATIONAL CRISIS GROUP

BOSNIA & HERCEGOVINA

The citizens of Bosnia & Hercegovina (BiH) continue to labour under a heavy bur-
den—and the international community continues to foot a substantial bill—for an
avoidable war and an inadequate peace. Having failed to stop the war, either before
it began or during the three-and-a-half years that followed, the eventual peace-
makers at Dayton were stuck both with the results on the ground and with the ad-
mission of Slobodan Milosevic and Franjo Tudjman into their company. That meant
on the one hand, accepting the effective partition of BiH while, on the other, seeking
to establish mechanisms that might one day make it whole.

Besides providing some common institutions for the otherwise vestigial state, the
Dayton Peace Accords gave two million refugees and displaced persons the right to
return to their pre-war homes, created a so-called High Representative to co-ordi-
nate civilian peace implementation, and authorised the deployment of what turned
out to be a 60,000-strong, NATO-led Implementation Force (IFOR). This was cer-
tainly not—to borrow Michael Ignatieff’s felicitous description of the American ap-
proach to post-Taliban Afghanistan—“nation-building lite”, but neither was it origi-
nally intended to be “nation-building long”.

The fact that the international community is still deeply engaged in BiH seven
years after Dayton is probably its single greatest achievement. International en-
gagement has outlasted the firebrands who saw Dayton merely as a temporary
ceasefire. It has survived the regimes of Tudjman and Milosevic and their capacity
to foment separatism and war. It has even endured long enough to civilise political
discourse. This staying power and these changes have permitted progressive troop
reductions, the downsizing of international agencies and NGOs, and the completion
of most physical reconstruction. Yet in other less obvious ways the international
community has become even more engaged as the years have passed.



18

Clearly, putting a war-torn, multinational and post-communist country back to-
gether again is more complicated and time consuming than had been imagined—
or deemed politically admissible—at Dayton. It also reflects, however, the equally
belated endowment of the High Representative with powers to sack whom he will,
to impose such laws as he sees fit and, recently, actually to do some co-ordinating
among the international organisations, financial institutions and big powers that
have heretofore tended to pursue their own policy agendas. Post-Dayton Bosnia did
not, therefore, start out as an international protectorate, but has gradually become
one.

Finally—and paradoxically—the increasingly intrusive activism of the inter-
national community reflects the likelihood that the end is nigh for the ad hoc ar-
rangements mandated by Dayton. Time, patience, money, and interest are all run-
ning out. Paddy Ashdown would like to be the last High Representative. The Peace
Implementation Council would like to declare Dayton implemented in 2005. Neither
is likely, but the rush is nonetheless on to make BiH ready for a new sort of tute-
lage: the self-sustaining, self-disciplining and doubtless even longer-lasting process
of European integration. This is why foreign functionaries and cock-eyed optimists
alike nowadays repeat the mantra that the international community is pursuing not
%n exit strategy from Bosnia, but an entry strategy for Bosnia into the European

nion.

Before examining the reality or otherwise of BiH’s European future and high-
lighting the obstacles that stand in the way, it is worth looking briefly at what—
besides international community endurance—has gone right since the war.

The country is peaceable and there is neither any appetite for nor any advantage
to be gained from renewed warfare. Although there is still no consensus as to how
it should be organised—and, particularly, whether the central institutions should
stay weak and the two entities remain strong—the reality and legitimacy of the
shared state have been much enhanced. Whether through unified sporting leagues,
an increasingly common market and media space, a State Border Service, state-
issued ID cards, or an occasionally functional tripartite presidency, centripetal
forces have gained on centrifugal ones.

Significant numbers of Serbs (perhaps 40 per cent) continue to pine for unification
with Serbia in a shadowy future; but their politicians have come to accept BiH as
the framework in which they must operate. Croats and their leaders no longer as-
pire to detach Hercegovina or to create a third entity. Instead, they see the develop-
ment of the state as their best defence. Bosniaks, of course, have no place else to
go, and remain the principal advocates of a more competent and coherent state. But
the wartime flirtation of Alija Izetbegovic’s Party for Democratic Action (SDA) with
a specifically Islamic course has faded. The party’s new president has told Bosniaks
that drinking beer is no bar to joining the SDA.

The large-scale return of refugees and displaced persons to their pre-war homes—
and especially the phenomenon of “minority return” over the past three years—is
the most important measure both of the progress made and of Dayton’s integrative
potential. Nearly a million people have gone home, some 40 per cent of them as “mi-
norities” to towns and villages from which they were forcibly “cleansed” and in
which their own ethnic group no longer rules. Many more might still return if jobs
were available, if funds for reconstructing their houses could be assured, and if re-
maining bottlenecks could be removed, both inside Bosnia and in the region. The
country will never regain its variegated pre-war demography, but the national-terri-
torial homogenisation for which the war was fought is being mitigated. Most encour-
agingly, the entities’ political establishments no longer even dispute the right to re-
turn.

Last year’s amendments to the entity constitutions are reinforcing this trend
away from national-territorial exclusivity. Mostly agreed by the main parties and
adopted by the entity parliaments—but in the end requiring partial imposition by
the High Representative—these amendments resulted from a decision in 2000 by
the state Constitutional Court. Ruling that the Dayton constitution guaranteed the
full equality of Bosnia’s three “constituent peoples” throughout the country, the
court struck down the provisions of the entity constitutions empowering Serbs as
the “people of state” in Republika Srpska and granting Bosniaks and Croats domin-
ion in the Federation.

The elaborate mechanisms that have since been put in place for sharing power
in the executive, for defining and defending “vital national interests” in the legisla-
tures and courts, and for setting national quotas in the public service (according to
the last pre-war census) are proving difficult to implement. They are also still mat-
ters more of form than of substance. But like the return of refugees (which they will
further encourage), they testify to the fact that Dayton can serve to improve upon
Dayton. In other words, institutions created by Dayton—the Constitutional Court
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and the High Representative—have managed to begin changing the nature of the
all-powerful entities that emerged from Dayton.

However, the post-war battle to improve upon the peace and, in fact, to provide
an alternative ending to the war is far from won. The obstacles remain formidable
and mutually reinforcing. Some are inherent. Like the old Yugoslavia of which it
was the epitome, the multinational character of BiH complicates everything. Other
problems are structural. The proliferation of layers of government with law-making
powers (there are fourteen) is dysfunctional and unaffordable. The socialist smoke-
stack economy is dead, but remains the model after which most people hanker. Most
of what is consumed is imported. And the black and grey economies that wax on
this trade crowd out domestic producers and law-abiding firms, impoverish the ex-
chequer, and compromise the rule of law. Meanwhile, the foreign debt mounts and
foreign aid declines.

The long presence and increasingly exercised powers of the pro-consular regime
have also become as much a part of the problem as they are essential to its solution.
The High Representative and his helpmates initiate, promote and supervise reforms
in virtually every sphere. As the final authority on Dayton implementation, the
High Representative substitutes for the executive, legislative and judicial branches
as required. Lord Ashdown has taken to acting too as Bosnia’s spiritual counsellor
and cheerleader-in-chief.

All this has the effect of relegating domestic political structures to the margins,
reinforcing both the dependency syndrome and the propensity of politicians to ob-
struct the international agenda when they can, and to seek solace in private enrich-
ment when they cannot. If high politics is reserved for the foreigners, then the locals
will busy themselves with the low politics of patronage, graft and posturing. This
conundrum illustrates how inherent, structural, legal and psychological factors
{)nt%ract to defer “closure”. It shows, too, that even benign trusteeships have sell-

y dates.

The return of the big-three nationalist parties to power at both state and entity
levels following the October 2002 general elections has cast some of these dilemmas
in strong relief. The victory of the parties that forged and fought the war has made
it hard to spin the line that everything is going swimmingly in Bosnia. Notwith-
standing a low turnout (54 per cent), the technical proficiency with which these first
domestically-run elections were organised, and wishful assurances that the nation-
alist parties had changed their spots, essentially tribal voting was back after the
electorate’s experiment with a non-nationalist alternative in 2000.

Yet the defeat of the internationally-created and supported Alliance for Change
coalition means that Lord Ashdown is even more obviously in the driving seat, and
will require the politicians both to live up to their campaign commitments to reform
and to accept responsibility when things go wrong. This is what happened last
week, when he forced the resignation of the popularly elected Serb member of the
sate presidency because of his failure to prevent either arms dealing with Iraq or
contravention of the Dayton Accords by Republika Srpska military intelligence offi-
cers while serving as entity president.

There is no doubt that it would be much easier to live with and pay for the
feudalised structures bequeathed by the war and Dayton if BiH were a rich country.
It would also be easier to reform those structures if the people and parties could
be convinced that their rationalisation would help make them rich without, at the
same time, jeopardising their respective “vital national interests”. As matters stand,
however, relative poverty and the insecurity it brings reinforce the grip of nation-
alist barons. Not only can they always play the cards of national solidarity and peril
to keep their constituents in line, but they can also dispense the jobs, contracts, fa-
vours, and access to criminal opportunities that make a goodly part of the populace
docile or complicit. The politics of patronage, clientage and corruption also inhibits
the mobilisation of cross-cantonal, inter-entity, and all-national reform movements.
Bosnia’s multiple fragmentation is thus a barrier to progress. But it is also an insur-
ance policy against social disorder. Strikes, protests and demonstrations—as well as
the initiatives of civil society—are invariably localised or nationally specific.

Although you would be hard-pressed to guess from walking through the shopping
precincts of the country’s larger cities or visiting the new hypermarkets that have
sprouted on their outskirts, many still live in poverty. Some are not counted in offi-
cial statistics; others keep their heads above the poverty line by legitimate and ille-
gitimate means, running from compensatory support from family members, remit-
tances from relatives abroad, working on the side, and black-marketeering. None-
theless, according to recent calculations, 20 per cent of the populace lives beneath
the poverty line, another 30 per cent hover around it, and the average net monthly
salary is about $215. The official unemployment rate is 40 per cent, though the
World Bank estimates that the real rate may be more like 20 per cent. Youth unem-
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ployment is particularly severe, and more than 60 per cent of young people tell poll-
sters they would emigrate if they could.

The most dismal statistics relate to GDP. Despite extremely high, aid-driven rates
of growth immediately after the war, GDP amounted to just $5.7 billion in 2002.
This is less than half what it was before the war. Per capita GDP in 2001—at less
than $1,900 in terms of purchasing power parity—was just about the lowest in
South-Eastern Europe. No one expects GDP to regain its pre-war level before 2010.
Public spending, meanwhile, accounts for 56 per cent of GDP—a rate that only very
rich countries can sustain.

As the international financial institutions, many domestic experts and the High
Representative never tire of pointing out, the cure lies in transforming BiH from
an aid-dependent, ill-governed, business-unfriendly, import-addicted, and deficit-rid-
den country in which only crooks enjoy a single market and the rule of law is capri-
cious into its polar opposite. And if not that, then at least getting the country to
the stage where it will be fiscally, legally and administratively competent to engage
in the processes of European integration that can finish the job. But that, too, 1s
a very tall order.

Progress is being made, but it is late in the day. Whereas the former High Rep-
resentative, Wolfgang Petritsch, concentrated on equipping the state with institu-
tions sufficient to produce creeping “integration by sector”, his successor has pur-
sued what might be termed a strategy of “back to basics” rule of law, economic
liberalisation, and restructuring government. State-building is still at the centre of
the agenda, but it is now directed more towards streamlining, cost-cutting, incul-
cating responsibility and developing competence, on the one hand, and liberating en-
trepreneurship, attracting foreign investors, and stimulating exports on the other.

The big project of the moment—the unification of the entities’ customs services
and the introduction of value added tax (VAT) under the auspices of the state—il-
lustrates the connections among these goals. Not only will state control over the
main sources of tax and excise revenue serve to redress the balance of power be-
tween it and the entities, but it is also likely to produce vastly more revenue by
eradicating the incompetence, inconsistency, and corruption that prevail in the enti-
ties’ management of indirect taxation. That these reforms are required for entry into
the EU—and that the European Commission (EC) will pay for them—is another in-
centive.

The ongoing struggle over VAT and customs is a striking example as well of how
the international community is nowadays singing from the same hymnal in Bosnia.
The international financial institutions would not in the past have supported an
endeavour whose object was as much political as economic. Whether because the
passage of time is concentrating minds, or simply because we are lucky in the per-
sonalities who currently occupy the key positions, the outbreak of unity among the
foreigners is a wonder to behold.

BiH has also been lucky in recent years that the EC has given every sign of ap-
preciating its responsibilities and acting accordingly. Although Europe’s dismal
record before and during the war created a dimension of reparation that is doubtless
now diminishing in significance, self-interest continues to counsel special concern for
and generosity towards Bosnia. Like the U.S., the EU can do without more insta-
bility in the region. Although the supposed terrorist threat in or from Bosnia has
been much exaggerated, weak states with porous frontiers and poor people are vul-
nerable to financial crime and trafficking in drugs and people. Utterly failed states
are more vulnerable still. The risk of total breakdown and the spectacle of hundreds
of thousands of refugees again clamouring for sanctuary abroad may be slight, but
the EU countries—even more than the U.S.—cannot be indifferent to it. Nor do they
want more economic migrants. Europeanising Bosnia and the Balkans is a more at-
tractive proposition than Balkanising Europe.

The decisions last year to “double-hat” Lord Ashdown as an EU special represent-
ative, to take over the police-monitoring mission from the UN and, it seems, to beef-
up the EC delegation in Sarajevo have testified to the EU’s commitment and
emphasised Bosnia’s European vocation. These innovations are working well. The
more recently mooted suggestion that the EU should also assume responsibility
from NATO for the 12,000-strong Stabilisation Force (SFOR) in 2004 is more prob-
lematic.

This is not because the EU lacks the capacity or because the U.S. has reservations
about abetting any detachment of the nascent EU security arm from NATO. It is,
rather, because the largely psychological and confidence-boosting role now played by
SFOR troops would be jeopardised by a total American withdrawal. Bosniaks, in
particular, would feel abandoned. As has been agreed in Macedonia, however, a visi-
ble NATO link can be maintained. What is more important in BiH is that a visible
American connection should remain. Given the unfulfilled task of catching Radovan
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Karadzic, it might be best if an eventual EU force retained a U.S.-led intelligence
capacity.

Although the EU has gone a long way in BiH towards redeeming past failures,
investing heavily in the present, and holding out the prospect of a European future,
there is no guarantee that the welcome mat will be out forever. The reason is that
the commitment of Chris Patten and Javier Solana to South-Eastern Europe may
be as much personal as it is institutional. Moreover, the institutional framework
itself is likely to change fundamentally when ten more countries enter the EU next
year and a new constitutional charter is adopted. The Commission’s latest “working
paper” reviewing Bosnia’s halting progress towards a feasibility study and
Stabilisation and Association Agreement during 2002 already shows a disposition to
replace carrots with sticks. This may be good tactics and sound strategy, but it could
also be an intimation that the indulgence BiH will continue to need is wearing thin.

Viennese wits used to observe before 1914 that the situation of their multi-
national empire might be hopeless, but it was not serious. The achievement in re-
cent years in the Habsburgs’ former outpost of Bosnia & Hercegovina is to have
transformed the hopeless into the merely serious.

Mr. BEREUTER. Next, we will hear from General William Nash.
He is the Director of the Center for Preventive Action, Council on
Foreign Relations and, by the way, the Project Director for the CPA
report, Balkans 2010.

General Nash, you may proceed as you wish.

STATEMENT OF GENERAL WILLIAM L. NASH (RET.), SENIOR
FELLOW AND DIRECTOR, CENTER FOR PREVENTIVE AC-
TION, COUNCIL ON FOREIGN RELATIONS

General NAsSH. Thank you, Mr. Chairman.

Thank you for inviting me to participate in this hearing. But,
more importantly, thank you for having the hearing. I think it
comes at a very important moment for the Balkans; and it is, I
tﬁink, important for the United States to tend to our business
there.

I will speak to you today about our report, Balkans 2010. In it,
we address five major issues. We discussed the re-evaluation and
clarification of the objectives of the international community and
the reorganization of the presence of the international community
in the region. We discussed issues relating to the rule of law and
the development of criminal and civil justice. We talked about re-
structuring of Balkan economies, including banking, taxation, trade
and pension systems. We discussed returning or resettling refugees
in a way that respects individual choice; and, finally, we addressed
education reform and establishment of a vigorous civil society, in-
cluding a free and responsible press.

In addition to my full statement, I would ask, sir, that you would
include the report in the record.

Mr. BEREUTER. Without objection, that will be the order.

[The information referred to follows:]

NoTE: The above-mentioned report, Balkans 2010, by the Council on Foreign Rela-
tions, is not reprinted here. For information write to: The Publications Office, Coun-
cil on Foreign Relations, 58 East 68th Street, New York, NY 10021. At the time of

this hearing’s publication, this report is also available on the World Wide Web at:
www.cfr.org/pdf/Balkans TF.pdf.

General NASH. Sir, it was important and appropriate for you to
note the successes in the region in the last decade; and I just en-
dorse your comments there.

I would highlight three areas where work remains, and that the
report concentrates on. I will begin with the politico-criminal syn-
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dicates. It became clear in the work of the task force that most task
force members considered the organized criminal groups to be the
single greatest threat to regional stability, in large part because
these groups’ survival depend on crushing any efforts to introduce
transparency, accountability, and moderation in the political and
economic systems of the state.

The assassination of Prime Minister Djindjic illustrates the scope
and power of these groups, which include profiteers in alliance with
hard-line politicians, unreformed agents of the police and security
services, and corrupt members of the judiciary. Since his murder,
as we have noted, there has been a high-profile and wide-ranging
effort in Serbia to break the grip of these syndicates; and we were,
frankly, pleased with this effort. I was pleased to see Secretary of
State Powell acknowledge that and praise their efforts on his re-
cent trip to Belgrade.

But more of this same work needs to be done throughout the Bal-
kans, not just in Serbia; and the task force recommended that
these campaigns be a cooperative effort involving international ac-
tors and the local national actors and that they be launched with
equal vigor in both Bosnia and Kosovo, as two examples, as soon
as possible.

We urge the Office of the High Representative and the U.N. mis-
sion in Kosovo, and all other relevant international agencies, to fol-
low suit with targeted campaigns against individuals and groups
associated with the illegal intersection of government and financial
power. These are tasks that the United States should firmly sup-
port in cooperation with our European partners.

The second major area is expanding the politico-criminal issue
into building a larger concept of the rule of law; and there, too, I
would begin that effort with the arresting of the war cr